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THE INHERITANCE TAX IN THE AMERICAN 
COMMONWEALTHS. 

While most of the progressive nations of Europe have 
for many years used the inheritance tax extensively as 
a means of perfecting their systems of taxation, its de- 
velopment in the United States has taken place almost 
wholly within the last decade. The American common- 
wealths, in fact, have just emerged from the first stages 
of inheritance tax reform; for until about 1895 the legis- 
lation was confined almost exclusively to an extension 
of the tax to collateral heirs. Inasmuch, however, as 
twenty-four States, or over one-half of the total number, 
have introduced the tax since 1890, and seven States al- 
most simultaneously in 1901, the movement may now be 
said to have attained a distinctly national importance. 
The probable direction of this movement in the future 
constitutes an important question, which can be best 
answered by analyzing its past development. The suc- 
cessive stages of this development may be conveniently 
discussed under three periods, the first comprising the 
history of the tax from its adoption by Pennsylvania in 
1826 to the year 1890, the second extending from 1890 
to 1900, and the third comprising the legislation of the 
years 1901 and 1903. 

I. 

Legislation from 1826 to 1890. 

The inheritance taxes introduced during this period 
either applied only to collateral heirs or were imposed 
merely as probate fees or taxes of very restricted appli- 
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cation. Ten of the States 1 introducing the tax applied 
it only to collateral heirs ; while in all the remaining States 
the tax, owing to its limited application or the lowness 
of its rate, proved to be of comparatively little importance. 
Thus Pennsylvania 2 and Virginia 3 in the years 1829 and 
1843 introduced a uniform probate and administration 
tax of fifty cents. Maryland 4 in 1845 imposed a tax of 
10 per cent, on commissions granted to executors or ad- 
ministrators. Louisiana 5 in 1828 adopted a tax of 10 
per cent, on foreign heirs; while Illinois, 6 Minnesota, 7 and 
Wisconsin 8 imposed comparatively low taxes, resembling 
fees in their nature, for the compensation of judicial offi- 
cers. 

In the case of the taxes on collateral heirs the property 
exemption varied greatly in amount, ranging from $100 in 
the case of North Carolina to $250 in Pennsylvania and 
Virginia, $500 in Delaware, Maryland, and New York, and 
$1,000 in AVest Virginia and Connecticut. Furthermore, 
in most cases the rates in the original acts were exceed- 
ingly low, being only 1 per cent, in North Carolina and 
New Hampshire, 2 per cent, in Virginia and Alabama, 
and 2\ per cent, in Maryland and West Virginia. While 
it is true that the rates did in the course of the period 
show a tendency to rise, this rise was only temporary, 
and was largely offset by the gradual increase in the num- 
ber of relatives who were exempted from the tax. Penn- 

i Pennsylvania, Public Acts of 1825-26. chap. 72; Virginia. Acts of 1843-44. 
p. 7; Maryland, Laws of 1844-45, chap. 237; North Carolina, Laws of 1846-47, 
chap. 71; Alabama, Laws 1848, p. 28, sect. 86; Delaware, Laws 1SC9, vol. 13, 
p. 366, Laws of 1871, vol. 14, chap. 21; New Hampshire, Laws of 1878, chap. 74, 
p. 201; New York, Laws 1885, chap. 483, p. 820; West Virginia, Acts of 1887, 
chap. 31, p. ill; Connecticut, Public Acts 1889, chap. 180, p. 106. 

2 Laws of 1829-30, No. 157. 3 Laws 1843, p. 7. 

* Laws 1844-15, chap. 237. «Laws of 1828, No. 95, p. 178. 

«Laws of 1891, p. 137; Laws of 1887, p. 183. 

"Laws of 1875, chap. 37; Laws of 1885, chap. 103. 

8 Laws of 1868, chap. 121; Laws of 1889, chap. 176. For an extended account 
of the above acts see Max West's "The Inheritance Tax." Studies in His- 
tory. Economics, and Public Law, Columbia University, vol. iv., no. 2. 
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sylvania, in fact, was the only State in 1885 whose rate 
on collateral heirs reached 5 per cent; 1 while New York 
and Connecticut were the only other States with so high 
a rate in 1890. 

Graduation in rates was resorted to only in Delaware, 
North Carolina, Illinois, Minnesota, Virginia, and Wis- 
consin. An examination of these graduated taxes shows, 
however, that in the first two States, despite the low rate, 
progression was on the basis of degree of relationship only; 
while in the last four the tax was graduated only accord- 
ing to the size of the estate. 2 The graduation, moreover, 
was either approximately proportional or very poorly de- 
vised, the Wisconsin tax of 1889, for example, being dis- 
tinctly regressive. 3 In North Carolina the graduated tax 
was discontinued in 1874 by being excluded from the 
annual revenue act. Delaware practically repealed its 
law in 1883, since the tax was continued only on estates 
passing to strangers in blood; while in Minnesota and 
Wisconsin the laws were declared unconstitutional because 
of their limited application or their violation of equality 
in taxation. 

Viewed as a whole, the legislation of this period does 
not give evidence of any general movement toward the 
adoption of the tax. Prior to the introduction of the 
New York tax, temporary financial need rather than a 
deliberate financial policy was the dominant motive for 
the adoption of the tax; and in all cases prior to the New 
York tax of 1885, except in Pennsylvania and Maryland, 
the laws became ultimately inoperative either by being 

1 The rate was increased from 2 l A to 5 per cent, in the year 1846. 

2 In Delaware the rate increased from 1 per cent, on estates passing to 
brothers and sisters and their lineal descendants to 5 per cent, when passing 
to distant collateral relatives or strangers; while in North Carolina the cor- 
responding rates increased from 1 to 3 percent. Illinois, Minnesota, Virginia, 
and Wisconsin imposed taxes ranging from A to 1 per cent., according to the 
size of the estate. 

s l l A per cent, on estates between $3,000 and $500,000. On estates exceeding 
8 Wfl.ooo '/ 2 per cent, of the $500,000, A per cent, of the excess above ¥500,000. 
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excluded from the annual revenue acts or by being nulli- 
fied by the courts. The laws were introduced at widely 
separated intervals throughout the period; and during 
the decade between 1875 and 1885 we note the introduc- 
tion of but a single tax (the New Hampshire tax of 1878),* 
which was destined to be immediately declared uncon- 
stitutional, 2 and which in its structure was no more ad- 
vanced than the Pennsylvania tax of 1826. Likewise in 
the remaining five years of the period no very decided 
advance is apparent. The interest of these last five years 
lies principally in the fact that the 5 per cent, collateral 
tax of New York was soon to become important from a 
financial point of view, and was thus to be used as a model 
for many of the later acts. 

II. 

Legislation from 1890 to 1900. 

The period between 1890 and 1900 was one of rapid 
growth. With the exception of 1890 and 1898 every year 
saw new States added to the list, and by the close of the 
decade eighteen new taxes were in operation. Associated 
with this rapid increase in the number of taxes there was 
also a strong disposition to improve the tax itself. Two 
new tendencies appeared prominently for the first time; 
namely, the introduction of progressive rates and the ex- 
tension of the tax to direct as well as collateral relatives. 
In accordance with these tendencies ten States supple- 
mented their collateral inheritance taxes with taxes on 
direct heirs. Schemes for the adoption of progressive 
rates were also constantly brought forward, and several 
radical measures succeeded in passing the lower branches 
of the legislatures. 

A considerable number of the new taxes still applied 

1 A tax of l per cent, levied to defray the cost of the probate courts. 

2 Curry v. Spencer, 61 N. H. 624. 
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only to collateral heirs. Of the twenty-one States estab- 
lishing such laws during this period, over one-half applied 
the tax exclusively to collateral heirs. 1 In all of these 
States the original rate was 5 per cent., except in Louisi- 
ana, Maine, North Carolina, and Ohio, where the rates 
were 10 per cent., 2\ per cent., 1^ per cent., and 3^ per 
cent, respectively. Before the close of the decade, how- 
ever, the acts of Louisiana and North Carolina were abol- 
ished; while in Ohio, Maine, and Connecticut the rates 
were changed to 5, 4, and 3 per cent, respectively, thus 
placing the rate at 5 per cent, in all of these States except 
Maine and Connecticut. 

The original property exemption was $500 in all cases 
except Massachusetts, Ohio, Wisconsin, Minnesota, Ver- 
mont, Iowa, North Carolina, Tennessee, and Virginia, the 
first two States exempting $10,000, Wisconsin and Minne- 
sota exempting $10,000 and $5,000 respectively on per- 
sonal property, Tennessee $250, Vermont and Iowa $2,000 
and $1,000, while North Carolina and Virginia subjected 
the entire estate to the tax. The Wisconsin and Minne- 
sota laws, however, were nullified by the courts; North 
Carolina repealed its law in 1899; while Massachusetts 
and Ohio changed their $10,000 exemption to $500 and 
$200, thus leaving the property exemption for collateral 
relatives at $500 in all of these States except five. In 
this connection it should also be said that there existed 
a marked tendency to exempt bequests for charitable, 
educational, religious, or purely public purposes. This 
policy began in New York and Connecticut in the pre- 
vious period, and was extended to ten States in this 
period, — Iowa, Massachusetts, Montana, Vermont, Cali- 

1 Massachusetts, Laws of 1891, chap. 425; Tennessee, Acts of 1893, chap. 174, 
p. 347; New Jersey, Acts of 1892, chap. 122; Acts of 1894, chap. 210; Ohio, Laws 
of 1893, p. 193; Maine, Laws of 1893, chap. 146, p. 168; California, Laws of 1893, 
chap. 168, p. 193; Vermont, Laws of 1896, No. 46, p. 38; Virginia, Laws of 1895-96, 
p. 367; Iowa, Laws of 1896, chap. 28, p. 35; Missouri, Laws of 1899, p. 328; Louisi- 
ana, Laws of 1894, No. 130, p. 165. This act applied only to foreign heirs. 
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fornia, Illinois, Maine, New Jersey, Ohio, and Virginia. 
Of these ten States only the first four provided for such 
exemptions in their original laws, all the remaining States 
adopting the policy by subsequent acts. Moreover, Louisi- 
ana, California, and Missouri provided that the entire 
proceeds of the tax should be applied to specific purposes, 
and not to the general expenses of the State. Louisiana 
devoted the proceeds to charitable purposes, California 
applied the tax to the general school fund, and Missouri 
appropriated it for higher education. 

Lastly, we must notice the two tendencies which par- 
ticularly distinguish this period from the former one; 
namely, the marked effort to introduce a progressive rate 
and to apply the tax to direct heirs. In this connection 
many unsuccessful attempts might be briefly referred to. 
In 1893 a bill providing for a tax graduated from 1 to 20 
per cent., according to the amount of property, was pro- 
posed in the Nebraska legislature, but failed. In the 
same year a bill proposed in Pennsylvania, providing for 
a direct tax graduated from 1 to 5 per cent., succeeded in 
passing the popular branch of the legislature. The Iowa 
Revenue Committee of 1892-93 proposed a tax graduated 
from 5 to 10 per cent, on collateral heirs, and from 1 to 
5 per cent, on direct heirs; but it also failed. In 1896 
a bill resembling closely the Illinois law passed the 
lower house of Colorado, but was referred to the State 
Supreme Court which suggested a statute less open 
to objection. In the following year the New York 
Assembly considered a bill providing that in the case of 
collateral heirs, where the estate exceeded $500,000, there 
was to be levied in addition to the existing tax an accu- 
mulating rate of 1 per cent, for each $250,000, until the 
estate exceeded $3,000,000, when the aggregate rate was 
to be 15 per cent. In the case of direct heirs, where the 
estate exceeded $1,000,000, there was to be levied in addi- 
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tion to the present tax an accumulating rate of one-half 
of 1 per cent, for each $250,000 up to $2,500,000. There- 
after the rate was to be 1 per cent, on the entire estate for 
each additional $250,000, except that, if the estate ex- 
ceeded $4,000,000, the aggregate rate was not to exceed 
10 per cent, This bill met with comparatively little op- 
position in passing the legislature, but failed to secure 
the governor's signature. Equally strong was the ten- 
dency towards progressive taxation in Massachusetts. 
Here two bills were introduced in 1900 and 1901, providing 
for a tax of from 1 to 10 per cent., according to the value 
of the estate. In both cases, however, the measures, 
though passing the lower house, were defeated in the 
Senate. 

Of the successful attempts at direct or progressive tax- 
ation, New York afforded the first instance in 1891 by 
supplementing its collateral tax with a tax on direct heirs, 
and was followed in 1893 by the direct tax of Michigan. 
In 1894 followed the direct and progressive tax of Ohio, 
in 1895 the progressive collateral tax of Missouri, and in 
1896 the direct and progressive tax of Illinois. In 1897 
direct taxes were adopted in five States, — namely, Minne- 
sota, Montana, North Carolina, Connecticut, and Penn- 
sylvania; and these were followed in 1899 by the direct 
taxes of Michigan and Wisconsin. 

An examination of these taxes on direct heirs shows 
that Connecticut, Illinois, North Carolina, and Ohio were 
the only States in which the tax applied to real as well 
as personal property, the direct taxes of Michigan, Penn- 
sylvania, Montana, Minnesota, New York, and Wisconsin 
applying only to personal property exceeding $5,000 in 
the first two States, $7,500 in the third State, and $10,000 
in the last three. In all of these last-mentioned six States 
the rate was but 1 per cent., except in Pennsylvania, 
where the rate was 2 per cent. Though applied both to 
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realty and personalty in only four States, the importance 
of these taxes was minimized in Connecticut and North 
Carolina by the low rate of one-half of 1 per cent, and 
two-thirds of 1 per cent, respectively, and in Ohio and 
Illinois by the large exemption of $20,000. It may thus 
be said that none of the ten States introducing taxes on 
direct heirs during this period adopted what might be 
called a normal tax, the rate being either very low, the 
exemption very large, or the tax applying only to personal 
property. Before the end of March, 1901, the direct taxes 
of four of these States — Minnesota, Ohio, Pennsylvania, 
and Wisconsin — were declared unconstitutional, 1 while 
North Carolina repealed its law in 1899, thus leaving in 
force as the result of the legislation of this period the 
direct taxes of New York, Michigan, Illinois, Montana, and 
Connecticut. 

Illinois, Ohio, and Missouri were the only three States 
which succeeded in passing progressive taxes. In Ohio 
the rate rose from 1 per cent, on estates valued between 
$20,000 and $50,000 to 5 per cent, on estates exceeding 
$1,000,000, but did not apply to estates passing collater- 
ally. Missouri, on the other hand, applied the progressive 
rate, ranging from 5 per cent, on estates of $1,000 or less 
to 1\ per cent, on the excess above $10,000, only to estates 

'Minnesota: Lincoln Drew v. M. C. Tift, 79 Minn. 175- The law was de- 
clared unconstitutional chiefly because it applied only to personal property, 
because it granted a larger exemption to lineal than to collateral heirs, and 
because it applied to the estate as a whole, and not to the excess above the 
exemption. 

Ohio: State of Ohio ex.rel.v. Ferns, 53 Ohio, 315. The progressive rate, 
and the exemption of estates exceeding $20,000 from taxation, while taxing 
the whole estate if it exceeded that sum, were held to conflict with that 
portion of the Bill of Rights which declares that "all political power is inher- 
ent in the people. Government is instituted for their equal protection and 
benefit." 

Pennsylvania: Estate of J. F. J'ortuondo, deceased. Appeal of the Com- 
monwealth of Pennsylvania, 191 Pa. 28. The law was declared unconstitu- 
tional because it changed the law of descent or succession, granted exemp- 
tions other than those permitted by the constitution, and imposed a tax 
which was not uniform upon the same class of subjects. 

Wisconsin: Black v. State, 113 Wis. 205. The law was declared unconsti- 
tutional because it imposed a tax which was considered unjust and discrimi- 
natory between heirs of the same class. 
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passing to collateral heirs. In Illinois, 1 as in Missouri, 
the graduated rate applied only to collateral relatives 
and strangers in blood, though Illinois distinguished 
three classes of heirs through a difference in the property 
exemptions. Soon after their passage the taxes of Ohio 
and Missouri were declared unconstitutional, and the 
Illinois law thus remained alone among the numerous acts 
of this period in recognizing three classes of heirs and in 
applying a progressive rate to estates passing collaterally. 

III. 

Legislation since 1900. 

The close of the decade thus left very much to be de- 
sired. Ten States had applied the tax to direct heirs, 
and Illinois had indeed adopted a progressive scale; but 
there was as yet no State which applied the progressive 
principle to direct heirs, the tax of Ohio having been de- 
clared unconstitutional, and the proposed progressive 
taxes of Massachusetts, New York, and Pennsylvania 
having merely passed the popular branch of the legisla- 
ture. In the years 1901 and 1903, however, we witness 
the introduction of the tax in eleven States, 2 and see in 
these taxes a decided advance over previous legislation. 

■The Illinois law of 1895 proved to be of such importance as a model for 
later laws that its contents deserve to be stated at length. The law imposed 
the following rates:— 

(1) l per cent, on the excess above $20,000 received by each of the following 
heirs: father, mother, husband, wife, child, brother, sister, wife or widow of 
the son, or husband of the daughter, adopted and mutually acknowledged 
children, or any lineal descendants. 

(2) 2 per cent, on the excess above $2,000 received by each of the following 
heirs: uncle, aunt, niece, nephew, or their lineal descendants. 

(3) In all other cases (estates of $500 being exempt): 3 per cent, when es- 
tate is valued between $500 and $10,000; 4 per cent, when estate is valued be- 
tween $10,000 and $20,000; 5 per cent, when estate is valued between $20,000 
and $50,000 ; 6 per cent, when estate is valued at more than $50,000. 

2 Arkansas, Acts of 1901, chap. 156, p. 295; Colorado, Laws of 1901, chap, 94, 
sect. 23, p. 247; Minnesota, General Laws of 1901, chap. 255, p. 402; Nebraska, 
General Laws of 1901, chap. 54, p. 414; North Carolina, "Revenue Act," Ses- 
sion 1901, p. 58; Utah, Laws of 1901, chap. 62, p. 61; Washington, Laws of 1901, 
chap. 55, p. 67; North Dakota, Laws of 1903, chap. 171; Wyoming, Laws of 
1903, chap. 80; Oregon, Laws of 1903, February 16, 1903; Wisconsin, Laws of 
1903, chap. 44. 
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The chief interest in these taxes lies in their rates, the 
great diversity of which does not permit of generalization. 
Utah levied a uniform tax of 5 per cent, on all estates 
exceeding $10,000, without discriminating between classes 
of heirs. Arkansas levied a rate of 5 per cent, upon all 
estates passing to collateral heirs, without granting any 
exemption ; while Minnesota imposed a rate of 5 per cent, 
upon estates passing to collateral heirs, and a rate of 1 
per cent, upon direct heirs, granting in either case an 
exemption of $5,000. Colorado and Nebraska modelled 
their progressive taxes upon the Illinois law, except that 
Nebraska applied the direct tax only to the excess above 
$10,000, while Colorado imposed a rate of 2 per cent, on 
estates exceeding $5,000 passing to direct heirs and a rate 
of 3 per cent, on estates exceeding $2,000 passing to the 
decedent's uncle, aunt, niece, nephew, and their lineal 
descendants. North Carolina followed very closely the 
form of the national tax of 1898 while Washington, in 
addition to a direct tax of 1 per cent, on sums valued 
above $10,000, applied an elaborate schedule of rates to 
estates passing collaterally. 1 

Following the extensive legislation of 1901, our interest 
centres primarily in the Minnesota tax of 1902. On No- 
vember 6, 1894, the people of Minnesota amended their 
State constitution so as to permit the enactment of a 
tax on all inheritances above a specified exemption, which 
could be either uniform or graded, but whose maximum 
rate could not exceed 5 per cent. 2 By reason of this con- 
stitutional provision the act of 1901 was declared uncon- 

1 In North C arolina the rate increased from three-fourths of 1 per cent., 
where the legacy or distributive share of personal property exceeded $2,000 
in value and descended to immediate relatives, to 15 per cent., when the 
property exceeded $50,000 and passed to distant collateral heirs or strangers in 
blood. 

In Washington the rate increased from 3 to 6 per cent, on estates passing 
to collateral heirs to and including the third degree of relationship, and from 
6 to 12 per cent, on estates passing to more remote relatives or strangers. 

2 Article 9, sect, l, p. 48, Legislative Manual, 1807. 
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stitutional mainly because it applied only to personal 
property and because transfers of property to collateral 
heirs were taxed on their full value when exceeding $5,000, 
while in the case of lineal descendants the rate applied 
only to the excess above the exemption. 1 As a result of 
this decision, the Minnesota legislature in its extra session 
of 1902 enacted another law which imposes a rate of one- 
half of 1 per cent, in the case of direct heirs and of 10 
per cent, in the case of collateral relatives, the tax in 
either case to be computed upon the value of the property 
in excess of $10,000. 2 In view, however, of the consti- 
tutional provision which limits the maximum rate to 5 
per cent., it would seem that that portion of the law which 
places the rate at 10 per cent, in the case of certain heirs 
is again unconstitutional. 

Turning now to the legislation of 1903, we find that 
five new acts were added to the list ; namely, those of North 
Dakota, New York, Oregon, Wyoming, and Wisconsin. 
Of these five States, North Dakota was the only one to 
adopt merely a collateral tax, which, in striking contrast 
to the legislation since 1900, imposed the low rate of 2 
per cent, on estates valued above $25,000. Wyoming, on 
the contrary, levies a rate of 5 per cent, on all property 
exceeding $500 in value and descending to collateral rela- 
tives, and a rate of 2 per cent, on property exceeding 
$10,000 in value transferred to direct heirs. New York 
extended its succession tax of 1 per cent, on personal 
property to the transfer of real estate to near relatives 
and lineals when the aggregate amount of the estate is 
$10,000 or more. 3 Oregon modelled its tax closely upon 
the Illinois law, except that the exemption for direct heirs 
extends only to estates valued at $10,000 or less, while 

i State ex. rel. Frye v. Uazille, 02 N. W. Rep. 415. 

2 Genera] Laws of Minnesota, passed during the extra session of 1902, chap. 

3, p. 43. 

s Session Laws, 1903, chap. 41. 
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the rate applies only to the excess above $5,000 received 
by each person. 

But in sharp contrast to the general legislation of 1903, 
and as representing a wide departure from any previous 
State inheritance tax law, stands the Wisconsin Act of 
March 27, 1903. This act may be said to have been the 
direct result of the State Supreme Court decision of 1902, 
which nullified the act of 1899 on the ground that the 
$10,000 exemption of that act in applying to the estate 
as a whole, and not to the share received by each heir, 
constituted "arbitrary discrimination, and not classifica- 
tion." 1 Thus the court says in part: — 

As already pointed out, under this provision the $10,000 lim- 
itation or exemption is based on the size of the whole property 
devised or granted, and not upon the amount received by each 
individual legatee or grantee. Thus it results that one collateral 
relative, receiving a legacy of $2,000 from one testator whose es- 
tate amounts to $9,500, pays no tax, while another collateral rela- 
tive in the same degree, receiving a legacy of $2,000 from another 
testator whose estate amounts to $10,500, is obliged to pay a tax. 
Here is unlawful discrimination, pure and simple. No rational 
distinction or difference can be drawn between the legatee simply 
because the estates from which their legacies came are of slightly 
different size. They are both within the same class, surrounded 
by the same conditions, and receiving the same benefits. One 
pays a tax, and the other does not. This is not the equal pro- 
tection of the laws. 

To avoid the discrimination thus set forth by the court, 
the legislature enacted a law which deducts the exemp- 
tion from each individual share, and taxes only the re- 
mainder. The act, moreover, computes the tax on the 
fractional part comprised within each of a number of prop- 
erty classifications, the total tax on each individual share 
being the sum of the various items. The following is the 
progressive schedule of this tax: — 

i Black v. State, 113 Wis. 205. 
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IV. 
Summary. 

Having passed in review the. most important steps in the 
growth of the inheritance tax in the American Common- 
wealths, we are now in a position to summarize the gen- 
eral results. During the three-quarters of a century fol- 
lowing the Pennsylvania tax of 1826, we have traced a 
development from small beginnings to a system comprising 
thirty States in the extent of its application, and which 
in a few instances is beginning to resemble some of the 
highly developed taxes in foreign countries. In the period 
preceding 1890 no general advance is discernible, and in 
the decade between 1875 and 1885 inheritance tax legis- 
lation was practically suspended. Applied only to col- 
lateral heirs or levied merely in the form of a fee and in- 
troduced at widely separated intervals, the taxes of this 
period show a lack of scientific structure, and a tendency 
to become inoperative by being omitted from the annual 
revenue acts or by being declared unconstitutional. Our 
chief interest in this period lies in the fact that certain 
taxes, like those of Pennsylvania and New York, were to 
be used as models by other States. In the following 
period our interest centres primarily in the New York 
direct tax of 1891 and the Illinois direct and progressive 
tax of 1895, both of which were to be used in turn as im- 
proved models for later acts. Subsequent to 1900 our 
interest centres chiefly in the Wisconsin tax of 1903, which 
far surpasses any earlier law in the scientific character of 
its provisions. 

As might be expected, the existing laws still leave much 
to be desired. Sixteen, or over one-half, of the taxes 
still apply only to collateral heirs; yet foreign experience 
indorses a tax on direct heirs as desirable. While pro- 
gression has obtained a permanent place in most of the 
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important foreign taxes, its adoption in this country is 
limited to seven States. Undesirable provisions also exist 
in eight other States, Illinois exempting $20,000 of the 
property passing to each direct heir, Minnesota and Con- 
necticut granting an exemption of $10,000 to strangers 
in blood as well as to direct heirs, Michigan, Montana, and 
North Carolina extending their direct taxes only to per- 
sonal property, and Utah taxing all heirs alike at a uni- 
form rate of 5 per cent, and with a uniform exemption 
of $10,000. To these States may be added North Dakota, 
Maryland, and West Virginia, which, while taxing only 
collateral relatives, impose a rate of 2 per cent, and 2£ 
per cent. The constitution of Minnesota, furthermore, 
limits the progression to a maximum rate of 5 per cent. 
Alabama, according to her constitution, is only permitted 
to adopt a tax on collateral heirs with a rate not exceeding 
2\ per cent.; while in Louisiana the constitution limits 
the tax to 3 per cent, for direct heirs and 10 per cent, for 
collateral heirs, specifying, however, that these rates can 
be imposed only on such personal property as has escaped 
its burden of taxation. 

Yet undesirable as some of these constitutional restraints 
and statutory provisions may seem, we cannot help ob- 
serving progress in many directions. Most of the States 
have adopted similar rates and property exemptions in 
their collateral taxes. Fourteen, or nearly one-half of 
the States taxing inheritances, have also applied the tax 
to direct heirs; and of these taxes all were passed since 
1890, all but two since 1896, and nine since 1900. 

As previously shown, six of the taxes on direct heirs 
passed before 1900 applied only to personal property; 
and, of the remaining four States possessing such a tax, 
Connecticut and North Carolina levied exceedingly low 
rates, while Illinois and Ohio granted exceedingly large 
exemptions. Strikingly different is the situation afforded 
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by the legislation of 1901 and 1903. Of the eleven taxes 
introduced in these two years, all but two applied to direct 
heirs and all but four contained progressive rates. If 
analyzed, these taxes will show a distinct advance over 
previous legislation, — an advance which becomes apparent 
if one observes the following changes : — 

(1) The progressive principle has been resorted to more 
extensively. The Illinois law, standing alone among the 
taxes passed prior to 1901 in distinguishing three classes 
of heirs and in possessing a progressive rate, was followed 
by Colorado, Nebraska, and Oregon. Washington, though 
applying the progressive principle only to collateral rela- 
tives, extended it further than did Illinois; and North 
Carolina in 1901 for the first time distinguished five classes 
of heirs, and applied the progressive rate to direct as well 
as collateral relatives. 1 The Wisconsin law of March 27, 
1903, however, stands out as the landmark of this period. 
For the first time was a law passed in the United States 
which recognizes five classes of heirs, which grants a 
separate exemption to each one of these classes, and which 
imposes a progressive rate graduated according to the 
amount of all property above the specified exemption 
received by each beneficiary. 

(2) The rates are higher than in the preceding period. 
At the close of the century the maximum rate for direct 
heirs was 1 per cent, and for collateral heirs 6 per cent. 
Subsequent to 1900 the rate was raised to a maximum of 
5 per cent, for direct and 15 per cent, for collateral rela- 
tives. Wyoming and Colorado impose a rate of 2 per 
cent, upon all estates passing to immediate relatives; and 
Utah levies a direct tax of 5 per cent., — a rate which, in 
view of the fact that the great majority of estates pass 
between immediate relatives, makes this tax the heaviest 
in the country at the present time. Wisconsin for the first 

iBy the Revenue Act of 1003 the progressive rate in North Carolina was 
retained only on estates passing to remote relatives and strangers in blood. 
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time increased the rate on all property above the speci- 
fied exemption from 3 per cent, in the case of immediate 
relatives to 4 per cent, in the case of brothers and sisters 
and their descendants, to 9 per cent, in the case of uncles, 
aunts, and their descendants, and to 15 per cent, in the 
case of remote relatives or strangers. 

(3) The property exemptions granted to direct heirs 
are lower than in the preceding period. Of the existing 
taxes passed prior to 1901 Michigan was the only State 
with an exemption of $5,000 for direct heirs. To-day, 
however, Wisconsin, though exempting estates of $10,000 
passing to the widow, grants an exemption of only $2,000 
to the husband, lineal issue, lineal ancestors, and adopted 
children, $500 to brothers and sisters and their descend- 
ants, and only $250 to uncles, aunts, and their descend- 
ants. In Colorado, Nebraska, and Washington the ex- 
emption, instead of being $20,000 as in the Illinois law 
of 1895, is placed at $5,000 in the first State and $10,000 
in the last two. The Oregon act, likewise modelled upon 
the Illinois law, exempts estates of $10,000 or less, and 
specifies that the tax shall apply only to the excess above 
$5,000 received by each person. 

(4) Instead of three-fifths of the taxes on direct heirs 
applying only to personal property, as was the case prior 
to 1900, all of the nine States introducing a direct tax 
since that year, except North Carolina, have applied it 
to both personalty and realty. Particularly significant, 
too, from a fiscal standpoint is the extension in 1903 of 
the New York succession tax to transfers of real estate. 

V. 
Financial Significance of the Tax. 

In connection with the growing effort on the part of 
the States to extend and improve the inheritance tax, 
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we may also briefly note its remarkable growth from a 
financial point of view. A comparison of the returns 
for 1900 with the returns from other sources of State 
revenue shows that in New York the tax produced nearly 
19 per cent, of the total tax receipts, while in Illinois and 
Pennsylvania the corresponding percentages were nearly 
13 and 8-| per cent, respectively. Considered as a whole, 
it appears that in the seventeen States where the tax had 
its longest existence the yield for 1900 constituted nearly 
6 per cent, of the total income, and over 8i per cent, of 
the total receipts from taxation. 

Still more striking is the growth of the tax when com- 
pared with the growth of other forms of taxation. Be- 
tween 1890 and 1895 1 the yield of the general property 
tax for State purposes remained practically constant, 
while during the same period the taxes on corporations 
and railways increased from $12,354,864 to $16,908,112, 
the taxes and fees on banks and savings-banks from 
$3,205,604 to $4,142,412, and the taxes on insurance com- 
panies from $3,076,731 to $4,361,984. Far more rapid 
has been the increase in the receipts from the tax on in- 
heritances. In 1885 the total yield from this source in all 
the States amounted to $944,335, in 1890 to $1,886,509, 
in 1895 to $4,016,841, and in 1900 and 1901 to $7,421,645 
and $7,591,438, thus showing a tendency to double ap- 
proximately once in five years. In 1900 the yield was 
approximately equal to one-fifth of the income derived 
from State corporation taxes. 

But, despite this rapid growth in financial importance, 
a comparison of the tax in this country with the leading 
foreign taxes still shows ample room for further develop- 
ment. Thus in France during the two years 1896 and 
1897 the number of inheritances and donations reached 
by the tax aggregated 1,868,345, and was valued at 

i This information is taken from New York State Library Bulletin, No. 8, 
"State Finance Statistics," 1800-95. 
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13,055,263,597 francs. In New York during the same 
two years— and they are fairly representative of the 
normal yield in that State — the total number of estates 
reached was but 5,180, while the total capital coining 
under taxation aggregated only $221,591,330. France at 
present obtains approximately 200,000,000 francs from 
this source, or about 9 per cent, of the total national 
revenue (exclusive of that from State monopolies). Great 
Britain, on the other hand, applied the tax in 1900 to 
67,338 estates, valued at £426,481,000, and secured for 
that year a revenue of £18,409,239, or more than 19 per 
cent, of the total national receipts from taxation, and 
more than 8 per cent, of the total revenue, national and 
local. 1 

These figures suggest in a way the possible significance 
of this tax in the United States, especially when consid- 
ered in its relation to the growing importance of State 
corporation taxes. If we recall that the yield in the 
United States has shown a strong tendency to double 
once each half-decade, and that there is still the possibil- 
ity of a great extension before approximating the foreign 
taxes, we may safely conclude that the wealthy industrial 
States could in the near future, through the taxation of 
corporations, franchises, and inheritances, relinquish the 
general property tax exclusively to the local units, and 
thus, through a separation of State and local revenue 
sources, avoid many of the difficult administrative prob- 
lems now associated with the general property tax. Such 
an extension of the inheritance tax is at least, if for no 
other reason, justified by its inherent merits. In the field 
of taxation effective enforcement is of fundamental im- 
portance. It is in this respect that the inheritance tax 
offers advantages over nearly all other taxes, since through 

! For convenience of reference and comparison a summary table is ap- 
pended, showing the development of inheritance taxation in foreign coun- 
tries. 
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our probate courts it is possible to ascertain the value 
of the great majority of estates at comparatively small 
expense. Furthermore, this tax is not only easy to col- 
lect but also accords with the general canons of taxa- 
tion. Compared with most other taxes, it is more cer- 
tain in its incidence, and, on the whole, is neither oppres- 
sive to the tax-payer nor injurious to industry. Lastly, 
it should be noted that the principle of progression, which 
is advancing in nearly all of the leading tax systems of 
the world, and which has already been applied to a very 
considerable degree in the inheritance taxes of most civil- 
ized countries, is better adapted to this tax than to any 
other. It is to be hoped at least, now that the field of 
inheritance taxation has been relegated to the States by 
the repeal of the national tax of 1898, that they will adopt 
taxes which will be reasonably heavy and uniform, and 
which will embody all the essential principles for which 
the Wisconsin law has set the precedent. 

Solomon Huebner. 
Philadelphia. 



K 

S; 

P 
o 
o 

(5 

2 

3 
« 



c 

P-i 
<! 



H 

<! 
H 

B 

g 

5 

H 

w 

z 



m 



w 

O 

I 






a 



bo 

a 



£ 





a 


-S.2-& 


© 


m^^ 




£j=a 


a 


"aS 


© 


soft- 




Bh— 


« 



H 

a 



o 

CM 



it 



o 
o 

°-ooo 
o ooo 

q o> a) ^ 

^i ^ (-. V, 
W TO ^ ^ 

J3 J3 J3 JS 



oooooo 



» o * ® O -*** 00 

I I I I I I I I 

n CMCMrt 



a 








o 








•rt 


888S88 

Ohn okjo 


OOOOOQ 




S 


OOOOOO 
OOOOOO 


c 


1-T c rf~1~ 




o 

c 




«i5 «* ioVo m ' 


w 


« 


se i 










a 








© 
© 






* 


ocooooo 


OOOOOHkO 


00 


© 




_l rt 1 rt <-l t~1 




III II 

N*"* 1 CM 


1 1 


.A 




lO 














X 









a 


» 








oooooo 

oooooo 


ooooooo 






o c o o o o o 




a 


OrtdffiiOO 


ooooooo 


c 


5 






o 




ICIOOIOOOCO 


© 


=** 


CM CM if5 CM O i 


« 








M 
















CI 








© 










- « IS 


o -*< 


hn 




U5 W5 1*5 1 »C »C 


lO i-i 115 lis U5 CM CO 


CM 


a 


il 1*i1 INHNrH 


***CM H*HNr*lf+li*l 




+s 


rt ,-1 


rt rt CM CM n 




03 









a 








o 


M 








oooooo 


oooooo 


0> 




o o o o o o 


oooooo 


a 


ti 


OnCM CM>00 


oooooo 


o 






R 






>f5'-* "OU5 oco ' 


w 


«* 


SO il 





oooooo 
i "T"T"7T i 

CM -*<CM n — < CM 
CM 



O O O O O He* 00 

^H ^-t ^ ii i b- OO i 

I I I I I I I I 

IC il tC 1C IC HMCO wh* 

CM C<5 



C3 " 

"^ a 

j-g-3 



"3 i> 
- ■/- 

3 5 



.3 
~3 



<1 a s 
! o 



i p c 



.-a"offi x '-gS 



r^^c 



T3+5 



P3 



c3 cf O 









s s 



E * J3 



S "3 -S 



iS o >" a-S 
■S S -3 P ^ 



^ g t- 



o-S 



a « ' 



o ™ 



g ^ 



1 £ i cc .3 a » 



O (S SQCfiEoxCif 



X 
G 

y, 

Oh 
Ph 









K 



o 

fa 



c: <s 


05 V> 
— © 
CO LO 


oo 

c © 

CO »o 



c 
© 

o 



o 
"a, 



[a m 



o© >o 




© — 



© I o 

© I O) 



© 
© 



•OS 



3 ^ 



© CT 

© <M 

q I 8 " 



*+« I *- o 

©© _r 



e?£ 



o 



a 8 a 



»-< CO "« 









c* 


„ 3 


£ 


3 

-rs 


£"0 

3 3 


Sj 


T3.2 








»H 






"0 




r, » 












Ua 


rt 


X 


a> 3 


c 


w 


i-Jcc 



o 



.. . « 

cos 

111 I 



Sa 5 ' 



,j5 — < co 



r° ^ E5 



i5 .g j3 



I -r 1 jj w ai 



: S-8 
r 8|| 



jj 0> « «M 



, o 5 g * 9 



^t2£: 



y !•■» m *•-• ■ 



' . CO *» 



*i a S «a .m 9 



>== 2 « 



-t « _GJ CO -* 1 "^ 



t) +^ o -« 



5 ft $ 



£ § a 

3 3*88 

£ bo a ° 
' 5 1 ^ # 

ft ^ T 1 

)»• I 
3 *- „ *> » . 

^ a> , 

? -3 



